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Abstract 
Purpose of the study: This study aims to develop and to test the model of construct superior business innovation 
capability and its antecedent as well as its impact on the business performance of the small business in Indonesia. 
Methodology: The data collection method in this study was a closed questionnaire with a Likert scale of 1-7 agrees-
disagree intervals distributed to 300 active micro and small business owners/managers spread out in the Central Java 
Province, Indonesia using WARP-PLS SEM statistics. 
Main Findings: The study indicates knowledge sharing fails to improve the business performance directly. Therefore, it 
needs to be mediated by superior business innovation capability which requires improved business creativity and 
entrepreneurial orientation. 
Applications of this study: This can support the development of knowledge sharing activities among small business 
associations to increase business innovation. 
Novelty/Originality of this study: what is new in this study that may benefit readers and how it is advancing the 
existing knowledge or creating new knowledge in this subject. 
Keywords: Knowledge Sharing, Entrepreneurship Orientation, Business Creativity, Superior Business Innovation 
Capability, Small Business.  
INTRODUCTION  
In the midst of global economic competition, Small businesses have become an important part of increasing GDP and 
economic growth, and the employment rate in Indonesia (Risnawati, 2018). However, many Small businesses in 
Indonesia still experience obstacles, including limited skilled labor, limited mastery of technology, limited access to 
information, and market opportunities, as well as limited resources to find, develop, and to expand their own markets 
(Tambunan, 2009). Of course, such problems can be overcome if the Small business entrepreneurs are willing to share 
their knowledge. Through effective knowledge sharing, it will certainly have an impact on the application of technology 
and the ability of qualified workers, so it is very necessary to maintain and develop The small business (Rahmana, 
2012).  
The importance of sharing knowledge shows that the sustainability of the small business is inseparable from the culture 
of deliberation, sharing information and knowledge both through formal and informal business associations, where the 
knowledge becomes an important and strategic knowledge resource even as a core competency and driving company 
performance (Van den Hooff and de Ridder, 2004; Lin, 2007; Wang &Noe, 2010). However, some research findings 
(Saragih and Harisno, 2015; Nguyen, et al, 2019) actually show that the process of knowledge sharing tends to have no 
significant impact on the employees’ performance so that it does not have an impact on the company's business 
performance. This indicates that the sharing of knowledge about market shifts, technological developments, competition 
developments, and rapid product changes become delayed, therefore successful companies are those which consistently 
create new knowledge and disseminate it widely throughout the organization to enhance the capability of corporate 
innovation (Nonaka, 1998; Laforet, 2011).  
The findings from previous research (Kumar and Che Rose, 2010; Ngah and Ibrahim, 2011)show that innovation created 
by a company can improve its performance significantly, and is highly required in maintaining its competitive edge. 
However, in its development, some research shows that the capability of innovation is only limited to the availability of 
company resources such as ideas, practices, or objects of new production methods, the formation of new management 
systems procedures, infrastructure, and new technological capabilities (Yang, et al, 2009; Crossan, Lane, & White, 
1999). This is based on the reason that the innovation capabilities born from dynamic capabilities should function to 
create competitive advantages. Meanwhile, competitive advantages itself are irreplaceable, difficult to emulate, and 
outperforms the competitors (Barney, 1991; Fahy, 1996). Therefore, some criticisms of innovation capability (Teece et 
al 1997; Zollo and Winter, 2002) stated that an innovation capability needs to be strengthened in its concept to support 
competitive advantages, thus this research proposes superior business innovation capabilities as a new construct to be the 
solutions for these criticisms. 
To achieve the superior business innovation capability, the entrepreneurs should improve the entrepreneurial orientation 
and business creativity in line with the increasing business competition and changes in consumers’ needs, so they must 
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be able to understand market opportunities and what consumers actually need (Kotler and Keller, 2012). A sustainable 
entrepreneurial orientation has a positive effect on the marketing performance that operates in a dynamic environment 
(Kuckertz and Wagner, 2010; Basile, 2012; Covinet al, 2006) in their study that highlighted the importance of 
identifying entrepreneurship. In their research, they showed a tendency of the companies to take risks, innovate, and be 
proactive and have a significant impact on their business performance. Entrepreneurial orientation and business 
creativity are steps for the entrepreneurs to continually try to replace existing products or production methods with 
something new, as a form of innovative business implementation and creative ideas to create new initiatives in a 
business that has been running in combination with new combinations of factors of production are available, so that they 
will be able to compete superiorly to the competitors (Morris et al, 2007). Therefore, it is very interesting to be explored 
further to exploit the superior business innovation capability (SBIC) which is a new concept from the dynamic capability 
theory and antecedent include of knowledge sharing (KS), entrepreneurship orientation (EO), business creativity (BC) to 
improve the business performance (BP) of small business in Indonesia. 
LITERATURE REVIEW  
Superior Business Innovation Capability  
SBIC capability is a concept developed in this study. This concept is derived from the theory of dynamic capability 
(Teece& Pisano, 1994; Eisenhardt& Martin, 2000; Zollo& Winter, 2002). Both showed competitive advantage basically 
develops from values that are created by the companies that are better than the competitors, be able to carry out one or 
more competitive activities that cannot or will not be able to be equaled by the competitors, both in terms of service 
quality, cost control, speed and innovation (Slater and Narver, 1994; Porter, 1998; Kotler and Keller, 2012). Business 
excellence will provide an organization that has different competencies or, unique competencies that is a set of core 
competencies (Prahalad and Hamel, 1990; Aaker&Moormand, 2018) from the capabilities of a company to develop its 
strategic advantages (Stalk et al, 1992). To create superior value, companies must have a strong commitment to learn 
continuously and understand market dynamics, and it requires innovation (Barney, 1991; Hunt, 1995).  
Superior expertise is a unique ability that allows it to be used as a source of excellence (Teece et al., 1997). The 
capability to build business excellence means the capability of innovation, where this capability refers to the company's 
ability to use both physical and non-physical resources to produce distinguished products (Carpenter et al, 2012). Some 
studies (Teece et al., 1997; Zollo and Winter, 2002; Akman and Yilmaz, 2008; Wonglimpiyarat, 2010) have shown that 
innovation capability is the capability to create a new idea, strategy, and model by integrating, building and 
reconfiguring internal and external competencies to cope with a rapidly changing environment. 
Relationship between SBIC and BP 
Achievement of the company’s goals is visualized from its performance. In the business context, BP refers to the level of 
achievement of the company within certain periods as seen from the level of sales, profit, capital returns, turnover, and 
market share (Glueck and Jauch, 1988). Measuring the business performance for the small and medium industry sector 
can be done by evaluating respondents' perceptions based on Likert scale of several financial measures, such as sales 
level, sales growth, gross profits, profit-to-sales ratios, returns to capital, and net operating income (Covin et al., 2006). 
To improve business performance, innovation is a solution for current dynamic business competition, where the business 
environments are changing rapidly. Innovation has been recognized as an enabler for the companies to create values and 
maintain their competitive advantage in increasingly complex and rapidly changing (Nusair et al, 2012). Therefore, Gray 
et al (2000) explained that the capabilities possessed by the companies must be superior to guarantee their competitive 
ability. Those having greater innovation will be more successful in responding to customers’ needs and in developing 
new capabilities that enable them to achieve better performance or superior profitability (Calantone et al, 2002). So, 
from the description of this framework, it can be formulated a hypothesis as follows. 
H1: SBIC positively relates the BP. 
The relationship between KS, SBIC, and BP 
Knowledge is an important organizational resource that provides a sustainable competitive advantage within a 
competitive and dynamic economic environment (Spender and Grant, 1996). KS is explained and defined differently in 
the literature. Knowledge sharing is a process for creating knowledge between individuals or groups through either direct 
or indirect interaction (Yooet al, 2007). Meanwhile, Matinet al (2010) viewed knowledge sharing as knowledge transfer 
behavior. Knowledge sharing means one's desire to learn and help others in developing new capabilities (Bock et al, 
2005) and new knowledge (Van den Hooff& de Ridder, 2004). The process of knowledge sharing means wanting to 
share experiences, expertise, and information to colleagues (Lin, 2007).  
Improved performance through knowledge sharing, explained by Wu et al. (2012), means that knowledge sharing has a 
positive effect on improving performance. In addition, knowledge sharing activities also have an important influence on 
efforts to improve innovation capabilities. According to Yehet al (2012), knowledge sharing can accelerate innovation 
by facilitating synergy and combining ideas by considering all the inputs available simultaneously. Meanwhile, the 
findings from Tan & Thai (2014) showed that one of the key success factors for winning the global business competition 
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is offering new values and innovative products or services, through knowledge sharing activities to improve innovation 
capabilities that ultimately result in high company performance. Thus, knowledge management support, knowledge 
sharing activities, and employees’ involvement are indicated to strongly influence the company's performance (Surijah, 
2015). From this line, the following hypotheses can be formulated.  
H2: KS has a positive effect on BP. 
H3: KS has a positive effect on the SBIC. 
H4: SBIC effect significantly mediates the effect of KS on BP. 
Relationships among EO, SBIC, and BP 
EO is illustrated as the entrepreneurs involved in the market innovation, risk anticipation, and proactivity to defeat other 
competitors using five main dimensions of entrepreneurial orientation; proactive, innovation, risk-taking behavior, 
autonomy, and competitive aggressiveness which were the most significant drivers of innovation and to win the market 
(Miller, 1983; Covin et al., 2006; Foltean, 2007). Therefore, strong EO can open minds and share the vision and 
innovation of small companies (Ma’atoofi&Tajeddini, 2010). Through entrepreneurial orientation, the entrepreneurs can 
improve innovation, even though they do not save costs but can have a significant positive effect on business 
performance (Tang et al., 2010). EO is an important factor in creating and encouraging innovation in services 
(Rattanawong&Suwanno, 2014). Therefore, EO can be beneficial for the organization when the members are willing to 
engage in entrepreneurial characteristics that support the organization to introduce innovation (Nasutionet al, 2011). 
Kraus (2013) also found a significant positive relationship between EO and innovation. 
EO is able to encourage organizational members to become strong individuals in anticipating an unstable business 
environment through active participation in creating innovations to achieve competitive advantage (Usman& Mat, 2017). 
The capability of innovation and market orientation reinforces the influence of proactive entrepreneurs on customer 
value, through EO and entrepreneurial behavior influencing marketing performance that operates in a dynamic 
environment (Cristina, 2011). Meanwhile, the results of some research (Basile, 2012; Hoq and Chauhan, 2011)stated that 
EO behavior positively impacts local companies and resources and influences business performance in challenging 
business environments. From this framework there are some following research hypotheses that can be formulated: 
H5: EO has a positive effect on BP. 
H6: EO has a positive effect on the SBIC. 
H7: SBIC significantly mediates the effect of EO on BP. 
Relationships among BC, SBIC, and BP 
Creativity is thinking something new which contains five dimensions consisting of creativity in product development, 
creativity in responding to changes in market tastes, creativity in usage, creativity in the distribution of new products, 
and creativity in promoting or marketing (Lamb et al, 2001). Of course, through creativity, the entrepreneurs can 
produce the best new products or may be able to simplify procedures so as to reduce leftover items, which impacts on 
optimizing the company's resources (Suryana, 2003). Therefore, through business creativity entrepreneurs can create 
value creations, creations of new products that are useful, services, ideas, procedures, or processes carried out by 
individuals who work together within a complicated system (Woodman et al, 1993) and are supported by individual 
creative behaviors that are used for the development of work relationship solutions which are decided as renewal and 
conformance to the business situation (Shalley, 1991).  
Creativity is the main foundation for the innovation which is very important for the organizations that determine 
organizational success (Nusair et al., 2012). A person who will become an entrepreneur must have the ability to innovate 
(Larsen & Lewis, 2007). This ability must also be supported by self-knowledge, imagination, practical knowledge, 
search skills, and commitment (Suryana, 2003). The ability to innovate is very important in order to be able to compete 
and survive in this era of increasingly sharp economic competition, through innovation, the entrepreneurs are able to 
create the development of market segments, form a good corporate position and increase company growth (Kehet al, 
2007). From this line of the framework, the following hypotheses can be formulated. 
H8: BChas a positive impact on BP. 
H9: BC has a positive impact on the SBIC. 
H10: SBIC mediates the effect of BC on BP. 
Relationship between KS, EO, and BC  
Effective knowledge transfer is considered to be the key to organizational processes and results. Knowledge is vital for 
creating an organization that performs better in an uncertain business environment, which can impact organizational 
creativity (Beckman, 1997). Therefore, knowledge sharing has an important role to play in creating an entrepreneurial 
orientation, because the storage and retrieval of information quickly and easily adjusts organizational alignment with 
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market changes, thereby facilitating problem-solving and decision making processes to improve organizational 
efficiency (Almeida, 1996). Some researchers (Grant, 1996; Alavi&Leidner, 2001; Elwany&Mahrous, 2016) have 
emphasized that the availability of appropriate information technology infrastructure and applications that connect 
organizational information is essential for the integration of organizational knowledge which improves their 
entrepreneurial orientation and wins the market competitions. 
KS is one method that gives members of an organization, agency, or company the opportunity to share their knowledge, 
techniques, experiences, and ideas with other members. Knowledge sharing can only be done if each of them has ample 
opportunity to express their opinions, ideas, criticisms, and comments to others (Chiaburu, 2010; Wang &Noe, 2010). 
Here, the role of sharing knowledge among employees is very important to improve the ability to be able to think 
logically which is expected to produce a form of creativity in generating new ideas and developing new business 
opportunities (Lin, 2007; Yehet al., 2012). From this line of the framework, the following hypotheses can be formulated. 
H11: KS has a positive impact on EO. 
H12: KS has a positive impact on BC. 
Based on a review of the literature and the development of hypotheses that include the relationship among knowledge 
sharing (KS), entrepreneurial orientation (EO), business creativity (BC), superior business innovation capability (SBIC), 
and business performance (BP), it can be described in the empirical framework of this research as follows. 
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Figure 1: Empirical Model of the Research 
METHODOLOGY 
The data used in this study are primary ones obtained from the distribution of research questionnaires to the respondents 
consisting of owners, managers (or both) of small businesses spread in Central Java Province. The sample size of this 
study is then calculated referring to the recommendations of Kock and Hadaya (2016) using the inverse square method 
root, which states the best sample in the PLS-SEM analysis is 160. During the implementation of questionnaire 
distribution, to avoid a lack of research data, then we sent a random questionnaire to 300 respondents in February 2019. 
Then from the questionnaire of 300 small business owners, it turns out that only 60% of the questionnaire rate and which 
can be analyzed or a total of 180 respondents obtained from February to August 2019.  
The measurement scale in this study for the variables of knowledge sharing, entrepreneurial orientation, business 
creativity, superior business innovation capability, and business performance uses the Likert scale 1-7 which shows 
agree/disagree level, where each item is provided a range of strongly agree to strongly disagree, based on proxies from 
the measurement scale of experts. The measurement of KS is adopted from the Wang & Wang (2012) scale which 
consists of two dimensions, namely explicit knowledge and tacit knowledge. The measurement of EO is adapted from 
(Miller, 1983; Foltean, 2007) by looking at the five main dimensions of entrepreneurial orientation including proactive, 
innovation, risk-taking behavior, autonomy, and competitive aggressiveness to win the market shares. BC is measured 
by five dimensions (Lamb et al., 2001) namely creativity in product development, creativity in responding to changes in 
market tastes, creativity in the use of technology, creativity in distribution, and creativity in promoting or marketing 
processes. We propose four main dimensions to measure SBIC in which adapted from (Teeceet al., 1997; Zollo& 
Winter, 2002; Akman&Yilmaz, 2008; Wonglimpiyarat, 2010) namely capability in superior product innovation, 
capability in superior marketing innovation, capability in superior process innovation, capability in superior business 
KS 
EO 
BC 
SBIC BP H1 
H2 
H3 
H7 
H5 
H10 
H8 
H11 
H12 
H9 
H6 
H4 
: Indirect Effect 
: Direct Effect 
 
 Humanities & Social Sciences Reviews 
 eISSN: 2395-6518, Vol 8, No 4, 2020, pp 147-157 
 https://doi.org/10.18510/hssr.2020.8416 
151 |https://giapjournals.com/hssr/index                                                                                 © Mustofa and Mulyono 
system innovation, while small business performance is measured by scale from Covinet al (2006) by indicators of 
perceptions of the growth in the number of company profits, perceptions of consumers and customers’ growth, and 
perceptions of sales growth. 
To get a good scale construction or measurement model, the pilot test was firstly carried out, and the results were then 
used as a reference in the field test. After the data collected from the field test, a descriptive analysis was conducted for 
describing the conditions of KS, EO, BC, SBIC, and BP by using a percentage index calculation. It then proceeded to 
inferential statistical analysis using WARP PLS-SEM, namely (1) conceptualize the model; (2) determine the analytical 
method of Algorithm; (3) determine the resampling method, (4) illustrate the path diagram; (5) evaluate and estimate the 
inner model (Model fit and quality indices), or outer model (loading factor, Average Variance Extracted (AVE), cross-
loading factor, composite reliability) with the Warp PLS mode PLS regression mode, to know the value of t-statistics 
and (6) reporting the results of the analysis (Kock, 2010; Kock, 2019). 
RESULTS/FINDINGS 
The statistical test results on the evaluation of measurement models in the PLS Warp analysis are carried out to examine 
the construct validity and reliability (Kock, 2019). The test of this measurement model aims to determine whether each 
item of the instrument used to measure the construct of variable manifest/indicator of latent variables is compatible 
(knowledge sharing, entrepreneurial orientation, business creativity, superior business innovation capability and business 
performance of Small business), and for the test of convergent validity is 0.5 (for Average Variance Extracted (AVE) 
and P-value, while the cut value of construct reliability is 0.7. The table of AVE and composite reliability is presented as 
follows. 
Table 1: Loading Factor, P-Value, AVE, Composite Reliability 
Variable Loading Factor 
AVE Composite Reliability 
Before deleted 
item 
After deleted 
item 
Before deleted 
item 
After deleted 
item 
KS (7 item) 0.705 - 0.800 0.576 0.576 0.895 0.916 
EO (6 item) 0.520 - 0.815 0.487 0.546 0.784 0.856 
BC (10 item) 0.415 - 0.794 0.387 0.523 0.816 0.866 
SBIC (8 item) 0.613 - 0.777 0.489 0.515 0.849 0.881 
BP (5 item) 0.728 - 0.893 0.692 0.692 0.888 0.918 
Note: Red bold is the value of the loading factor that is eliminated because the AVE value is invalid, which is lower than 
the cut value of 0.5. 
Source: Data Processed 2019 
The results of the output show the loading factors and AVE values for the knowledge sharing and business performance 
are all higher than the cut value of 0.5 and composite reliability values are higher than 0.7 so that it can be concluded 
that all items on both variables are valid and reliable. Meanwhile, the entrepreneurial orientation, business creativity, and 
superior business innovation capability have AVE values lower than the cut value. Although the composite reliability is 
above 0.7, because the AVE value is not yet valid, it is necessary to eliminate items in OK 2, BC3, BC4, BC5, BC 10, 
and SIBC. After the elimination of some of these items, the AVE value increases above the cut value of 0.5 and so does 
the composite reliability, so that after the elimination, the items are valid and reliable. 
Table 2: Correlations among latent variables and errors 
 KS EO BC SBIC BP 
KS 0.759 0.621 0.512 0.595 0.249 
EO 0.621 0.739 0.669 0.684 0.398 
BC 0.512 0.669 0.773 0.248 0.576 
SBIC 0.595 0.684 0.248 0.778 0.551 
BP 0.249 0.398 0.576 0.551 0.832 
Source: Data Processed 2019 
Based on the diagonal values of the correlation between the latent variable and the error in Table 4 above, then all of 
these variables have the greatest correlation value on this variable than the other variables. It can be concluded that all 
items in each of these variables meet the discriminant validity criteria. So based on the analysis of convergent validity 
and construct reliability and discriminant validity analysis, these variables meet the criteria for construct validity and 
reliability, so that an inner model analysis (model fit and quality indices) can be performed. The results of the fit quality 
indices model test can be seen in the following Table 4. 
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Table 3: Model fit and quality indices 
Note Cut Value Value Criteria 
Average path coefficient (APC) Cut Value 0.332, 
P<0.001 
Accepted 
Average R-squared (ARS) P<0.05 0.418, 
P<0.001 
Accepted 
Average adjusted R-squared (AARS) P<0.05 0.414, 
P<0.001 
Accepted 
Average block VIF (AVIF);  P<0.05 2.184 Accepted 
Average full collinearity VIF (AFVIF);  acceptable if <= 5, ideally <= 3.3 2.328 Ideal  
TenenhausGoF (GoF);  acceptable if <= 5, ideally <= 3.3 0.488 Accepted 
Sympson's paradox ratio (SPR);  acceptable if >= 0.7, ideally = 1 0.778 Accepted 
R-squared contribution ratio (RSCR);  acceptable if >= 0.9, ideally = 1 0.748 Ideal  
Statistical suppression ratio (SSR);  acceptable if >= 0.7, ideally = 1 0.923 Ideal  
Nonlinear bivariate causality direction 
ratio (NLBCDR) 
acceptable if >= 0.7 1.000 Ideal 
Source: Data Processed 2019 
From the results of the ten tests of the fit and quality indices model test, including the Average path coefficient (APC) 
test, Average R-squared (ARS), Average adjusted R-squared (AARS), Average block VIF (AVIF), Average full 
collinearity VIF ( AFVIF), Tenenhaus GoF (GoF), Sympson's paradox ratio (SPR), R-squared contribution ratio 
(RSCR), Statistical suppression ratio (SSR), Nonlinear bivariate causality direction ratio (NLBCDR), all have met the 
acceptance criteria and ideal, and this shows that the model can thus be performed for regression testing with Warp PLS-
SEM. 
Table 4: Results of Structural Model 
 Direction Coefficient  P-Value Standard Error Note 
H1: SBIC  BP 0.312 <0.001 0.054 Accepted 
H2 KS  BP 0.034 0.273 0.057 Rejected 
H3 KS SBIC 0.197  <0.001 0.055 Accepted 
H5 EO  BP 0.140 0.024 0.057 Accepted 
H6 EO  SBIC 0.250 <0.001 0.055 Accepted 
H8 BC  BP 0.387 <0.001 0.054 Accepted 
H9 BC  SBIC 0.484 <0.001 0.053 Accepted 
H11 KS  EO 0.624 <0.001 0.052 Accepted 
H12 KS  BC 0.522 <0.001 0.053 Accepted 
 Mediation Analysis Coefficient  P-Value Standard Error Note 
H4 KS  SBIC  BP 0.249 <0.001 0.055 Accepted 
H7 EO  SBIC  BP 0.417 <0.001 0.054 Accepted 
H10 BC  SBIC  BP 0.580 <0.001 0.052 Accepted 
Note N = 180, cut value = 0, 05 with interval confident 95%,  
Source: Data Processed 2019 
The results of the hypothesis test and the magnitude of the coefficients shown in Table 6 indicate that the superior 
business innovation capability has a positive and significant effect on business performance having a significant positive 
effect on compulsive buying behavior with a coefficient β = 0.312, and a p-value <0.001. This result supports H1, which 
states that superior business innovation capability is influential. Still in the same category, sharing knowledge does not 
significantly impact the business performance with the coefficient β = 0.034, and p-value 0.273. These findings do not 
support H2, which states that knowledge sharing impacts business performance. Meanwhile, the knowledge sharing has 
a positive and significant effect on the superior business innovation capability, entrepreneurial orientation, and business 
creativity, and this is indicated by the p-value of the three relationships <0.001, with the coefficient β = 0.197 
(BP�SIBC), β = 0.624 (BP�OK), β = 0.522 (BP�BC). These findings support the third hypothesis (H3) which states 
that the knowledge sharing has a positive impact on the superior business innovation capability, H11 which states that 
the knowledge sharing has a positive effect on the entrepreneurial orientation and H12 which states that the knowledge 
sharing has a positive impact on the business creativity. 
Entrepreneurial orientation has a positive and significant impact on company performance, with β = 0.140, and p-value 
0.024. This supports H5 which states that the entrepreneurial orientation has a positive effect on business performance. 
Meanwhile, the entrepreneurial orientation has a positive and significant impact on the superior business innovation 
capability, with β = 0.250, and p-value <0.001, and it supports H6 which states that the entrepreneurial orientation 
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impacts the superior business innovation capability. Business creativity shows a significant relationship with the 
company performance, with β = 0.387 and p-value <0.001, which supports H7 stating that business creativity impacts 
company performance. The business creativity also positively and significantly impacts the superior business innovation 
capability, with β = 0.484, and p-value <0.001. 
The results also show that the superior business innovation capability mediates the effect of knowledge sharing on the 
business performance, with β = 0.249, and p-value <0.001. This result supports H4 which states that superior business 
innovation capability significantly mediates the impact of knowledge sharing on business performance. Furthermore, 
superior business innovation capability has a positive and significant effect mediating the effect of entrepreneurial 
orientation on business performance, with β = 0.417, and p-value <0.001. These findings support H7 which states that 
the superior business innovation capability significantly mediates the effect of entrepreneurial orientation on the business 
performance. Meanwhile, the superior business innovation capability has a positive and significant effect mediating the 
impact of business creativity towards the business performance, with β = 0.580, and p-value <0.001. These findings 
support H10 which states that the superior business innovation capability significantly mediates the effect of business 
creativity on business performance. 
DISCUSSION / ANALYSIS 
The findings show that intensive knowledge sharing is not enough to have an impact on improving company 
performance. On the other hand, knowledge sharing impacts the business creativity, superior business innovation 
capability, and entrepreneurial orientation. Based on the variable description, it shows that the entrepreneurs or managers 
who are affiliated with small business associations are not optimal in sharing the knowledge, so this problem impedes 
the business performance. This finding supports the empirical model building of the research gap findings, which shows 
the contradiction of the influence of knowledge sharing on business performance. Knowledge sharing should encourage 
intensive involvement of both employees and managers, so as to improve the quality of performance, creativity or 
business innovation of the company, thereby creating value through service innovation to anticipate the customers’ 
needs in the future (Graweet al, 2009; Tan and Thai, 2014; Surijah, 2015). Therefore, the failure of this hypothesis 
indicates that the activity of sharing knowledge that is less effective would be logical if it could not improve company 
performance. Nevertheless, some research (Theriouet al, 2011; Wang & Wang, 2012) confirm that in small and medium-
sized companies, high-tech companies, or in the health industry sharing knowledge explicitly or tacit has no effect 
directly to the company's performance without going through the development of innovation so that through innovation, 
the knowledge sharing can affect the company's performance indirectly. 
Intensive knowledge sharing activities can improve the business creativity well. Good knowledge can create an 
organization that performs better. This is because someone through knowledge sharing tends to encourage the creativity 
to increase targets in each work that impact organizational creativity (Beckman, 1997; Chiaburu, 2010). Meanwhile, the 
effectiveness of knowledge sharing has an important role in creating an entrepreneurial orientation, because the right 
decision making must be based on quick and easy information to adjust the alignment of the organization with market 
changes, thereby facilitating problem-solving and decision making processes to improve company business efficiency 
(Almeida, 1996). The availability of appropriate information technology infrastructure and applications that connect 
organizational information is crucial for the integration of organizational knowledge (Grant, 1996; Alavi&Leidner, 
2001) so that continuous updates of knowledge encourage entrepreneurs to improve their entrepreneurial orientation so 
that they can win the market (Elwany&Mahrous, 2016).  
The findings of this study also confirm that a good entrepreneurial orientation can improve the superior business 
innovation capability and good business performance. This shows that the entrepreneurial orientation activities such as 
proactivity, innovation, risk-taking behavior, independency, and competitive aggressiveness are required to win the 
competition for the entrepreneurs or small business managers, and to improve business performance well. Through a 
good entrepreneurial orientation, an entrepreneur can improve his business orientation, company-level behavior, 
management practices, and the behaviors in anticipating new products and market needs (Kreiser et al., 2002). 
Therefore, with improving entrepreneurial orientation, it can open minds and shared vision and innovation from small 
companies (Ma’atoofi&Tajeddini, 2010), especially in providing insight for the entrepreneurs to engage in market 
innovation, anticipating risks and being proactive in competing with their competitors and possess competitive 
aggressiveness to win the market (Miller, 1983; Covin et al., 2006; Foltean, 2007). Through good entrepreneurial 
orientation, small business entrepreneurs or business managers can improve their innovation capability and business 
performance (Kaya &Ağca, 2009; Tang et al., 2010). 
Meanwhile, the results also show that business creativity has a positive effect on the superior business innovation 
capability and business performance significantly. Business creativity is a resource that can be a trigger for competitive 
products. This is illustrated in the interaction model of corporate creativity which shows that work team creativity will 
influence the organization (Woodman et al., 1993). The creative performance of a team can occur within the team itself, 
through differences in the background of team members, openness together with ideas, building challenges to ideas, and 
various commitments to the projects that have an impact on improving marketing performance (Amabile, 1997). 
Through good creativity, the entrepreneurs can produce the best new products, create value creations, useful new product 
creations, services, ideas, procedures, or processes carried out by individuals who work together in complex systems that 
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adjust business situations (Shalley, 1991; Woodman et al., 1993; Suryana, 2003). Creativity is the main foundation to be 
an innovative capability. Product and process innovation are very important for the organizations that will determine 
organizational success (Nusairet al., 2012). A person who is willing to become an entrepreneur must have the ability to 
innovate (Larsen & Lewis, 2007). The ability to innovate is very important in order to be able to compete, survive, and 
increase the company’s growth (Keh et al., 2007). 
The superior business innovation capability has been empirically proven in mediating the effect of knowledge sharing on 
the business performance, the effect of entrepreneurial orientation on business performance, and the influence of 
business creativity towards the business performance. The findings of this study certainly support the role and function 
of superior business capability at Small business in the process of improving business performance. 
Avlonitis&Salavou(2007) and Nasutionet al. (2011) asserted that the superior business innovation capability can be 
formed through a good entrepreneurial orientation so as to encourage the entrepreneurs to be able to improve 
themselves, as well as the adaptability towards situations of business fluctuations in environmental competition 
increasingly stringent global business. Therefore, improving the superior business innovation capability functions in 
improving competitive advantage, so that it impacts on the performance. Here, the entrepreneurs need to improve a good 
entrepreneurial orientation that can encourage them or business managers to become resilient individuals in anticipating 
an unstable business environment (Cristina, 2011; Hoq&Chauhan, 2011; Basile, 2012; Usman& Mat, 2017). 
CONCLUSION 
The results of the research imply that the knowledge sharing cannot directly have a positive impact on improving the 
Small business performance so that it requires effective business innovation capabilities that are effective for mediating 
the knowledge sharing on the business performance. These findings indicate that the development of superior business 
innovation capability constructs derived from dynamic capability theory (Teece and Pisano, 1994; Eisenhardt& Martin, 
2000; Zollo& Winter, 2002) along with their antecedents have been shown to improve the Small business performance. 
This finding reflects that the resources of business organizations including entrepreneurial orientation and business 
creativity can enhance the capabilities of superior business innovation. Therefore, the problem of contradiction in 
research findings on the relationship between knowledge sharing and business performance can be effectively and 
significantly resolved in the empirical model in this study.  
LIMITATION AND STUDY FORWARD 
The dynamic capability theory is able to prove that a superior business innovation as a capability, of course, must be able 
to be communicated through certain channels to members of a social system so that ideas, methods, or objects that can 
be considered as something new. Therefore, practically this finding implies that entrepreneurs or managers need to 
improve the superior business innovation capability formed through the knowledge sharing activities that can improve 
entrepreneurial orientation and business creativity in order to improve the business performance. However, this research 
only focuses on small scale businesses, with the units of analysis that are only limited to the owners or managers of 
Small business in Central Java Province, and do not consider about the type of business in Small business so that further 
research can expand the population areas both at the provincial and national levels and include the type of business in 
analyzing. 
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